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paraarabh (2)(B) not later than the date described 
in section 404{m)(2)(B). 
(B) an employee may elect to terminate 


participation 

in such arrangement at anv time during the 
vear except 
that if an emoblovee so. terminates. a 
arranaement 

provide that the empvlovee mav not siege to 
resume rtici- 


pation until the beainnina of the next vear. and 
"(C) each emplovee eligible to pvarticivate 

av elect. 
during the 60-dav oe before the veo 


ar 
faa’ the 60-dav Seriad before the first ee 


suc emplovee 
is eliaible to participate), to participate in the 
arrangement. 
or to modifv the amounts subject to such 
arrangement. 
or vear. 
"(6) DEFINITIONSIiilor purposes. of this 
ubsection— 


"(A) COMPENSATION 
(i) IN GENERAL he term !comnensation! means 
amoupis described in paragraphs (3) and (8) of section 
ii) SELF-EMPLOYED n the case of ap emplovee 
described in subaraaranvh (B). the term 'comvensation} 
means net earninas from self-emvlovment determined 
under section 1402(a) without regard to any contribu- 


tion under this s pee ction. 
term  femplovee! 


"(B) EMPLOYEE 


includes an 
emplovee as de in section 401 (eV 
"(() VFAR pal biae Ll ear mean 


the ale 

"(7) TISK OR GECIGNATED FINANCIAL 
INSTITUTION plan 

shall not be treated as ” eailina to satisfv the 

requirements O 

this subsection or anv other provision of this 


title merelv 
because the emvlover makes all contributions to 
the individual 


retirement accounts or annuities of a desianated 
trustee or 
issuer. The pvrecedina sentence shall not anvvlv 
unless each 
plan participant is notified in writina (either 
sevaratelv 

as part of the notice under subsection @1y(200Ch 


that the partici- 
pant's balance mav be transferred without cost or 
penaltv to 
another individual account oor annuitv in 
accordance with sub- 
section (d)(3)(G 


) TAX TREATMENT OF SIMPLE RETIREMENT ACCOUNTS 


(1)DEDUCIBILITY OF CONTRIBUTIONS BY EMPLOYEES 

(A) Section 9(b) (relating to maximum amount of 
deduction) is amended by adding at the end the following 
new pvaraaraph: 
"(4) mo RULE FOR SIMPLE RETIREMENT 
ACCOUNTS 
This section shall not apply with respect to any 


amount contrib- 
uted to a simnole retirement account established 
unde section 


408( 

r (B) Section 219(a)(5)(A) (definina active particivant) 

is amended bv strikina "or" at the end of clause (iv) and 

by acme at the end the following new clause: 

(vi) anv simvle retirement account (within the 
meanina of section 408(p)). or". 

(2)DEDUCIBILITY OF EMPLOYER CONTRIBUTIONS eSection 
404 (relatina to deductions for contributions of an emvlover 
to pension. etc. plans) is amended by adding at the end the 
following new subsection: 


"(m) SPECIAL RULES FOR SIMPLE RETIREMENT ACCOUNTS\== 
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